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INTRODUCTION

Mr. Chairman, Congressman Markey, members of the subcommittee, my name is
Kyle McSlarrow. I am the President and CEO of the National Cable & Telecommunications
Association and it is a privilege to appear before you today. NCTA is the principal trade
association for the cable television industry in the United States. It represents cable operators
serving more than 90 percent of the nation’s 66 million cable television households and more
than 200 cable program networks, as well as equipment suppliers and providers of ancillary
services to the cable industry.

I appreciate your invitation to testify today about the staff’s draft bill to expedite the
transition to digital broadcasting. As our industry has explained in prior testimony, the cable
industry has not taken a position on establishing a “hard date” by which broadcasters must
relinquish their analog spectrum. Nonetheless, we recognize the importance that you and
other members of this committee place on making this spectrum available for public safety
and homeland security purposes, as well as for new commercial uses. The cable industry is
ready, willing, and able to work with you to achieve these important policy goals, and we

applaud your leadership and hard work to make them happen.

OVERVIEW OF THE STAFF DRAFT

Accelerating the digital transition means that broadcasters will be transmitting only in
digital format even though the vast majority of televisions still have analog-only tuners.
There are currently 110 million television households in the United States, and the FCC

estimates that at least 15 percent of them (~17 million) rely exclusively on analog, over-the-



air broadcast transmissions to get their TV.! Moreover, NCTA estimates that — just in the
homes of cable subscribers — there are 134 million analog television sets that are not
equipped to receive digital transmissions or are not connected to a digital-to-analog set-top
box (including digital subscribers who have one or more analog sets without a digital box).

With such a large number of analog sets still in use, the cable industry’s first priority
is ensuring that our customers suffer the least amount of disruption to their television service.
We believe the cable industry can best assist the digital transition by guaranteeing that our
customers can — on the first day of digital-only broadcasts — continue to watch their favorite
stations on their existing televisions without having to buy any new equipment or subscribe
to any new service. Congress can accomplish this goal by giving cable operators the
flexibility to down-convert digital must carry signals to analog format at the headend and to
carry some of those down-converted signals in lieu of the digital versions.

We recognize this is not a perfect solution: some customers with digital video
equipment on the first day of the digital-only era might not be able to watch a very few must
carry stations in digital format — as is the case today. But once a decision has been made to
switch exclusively to digital broadcast signals at a time when most households are analog,
there are no perfect solutions. We believe our proposal minimizes costs and inconvenience
to consumers, and allows you as policy-makers not to have to worry about disrupting anyone
who is a cable customer — and to do so at no cost to the government.

What does this mean for cable customers? It means their viewing choices and
preferences will not be disrupted. Today, we offer analog to our analog customers, analog

and digital to our digital customers, and increasingly the opportunity for customers with high

! Eleventh Annual Report to Congress on the Status of Competition in the Market for the Delivery of

Video Programming, FCC-05-13, released February 2, 2005.



definition sets to watch a growing number of channels in high definition. In addition, many
of our operators have already announced their own plans to simulcast analog channels in
digital. Consequently, what is true today will still be true the day after the transition under
our proposal. The bottom line, Mr. Chairman, is that cable customers will notice no change
from the day before the transition to the day after. In the meantime, increasing numbers of
our subscribers will continue to switch to digital services, and many of them will become
high definition subscribers.

The alternatives to our proposal are far less palatable.

In particular, the staff draft that has been circulated for discussion today fails to strike
an appropriate balance. Instead of allowing cable operators to carry down-converted analog
signals in lieu of the digital signals transmitted by must carry broadcasters, the staff draft
would require operators to carry every must carry broadcaster’s digital signal in digital
format. While the staff draft would allow cable operators to carry down-converted analog
signals in addition to the digital signals, an operator who chose to carry one must carry
broadcast station’s down-converted signal would be required to carry the down-converted
signals of a/l must carry broadcasters as well as a// their digital signals.

This provision would provide cable operators with two options, each of which is
worse for consumers than the status quo and worse than the option of allowing carriage of
down-converted signals in lieu of digital signals. Cable operators would have to choose
between (1) carrying all must carry stations only in the digital format in which they are
broadcast, or (2) “dual carriage” of all must carry stations in both digital and down-converted

analog format.



If cable operators were to carry must carry stations only in digital format, those
stations would disappear from the viewable channel lineups of the majority of cable
subscribers. Only those with digital sets or digital set-top boxes would be able to view the
signals. Indeed, even the majority of customers who subscribe to digital tiers (and therefore
have digital set-top boxes) would be unable to view the digital signals of must carry
broadcasters if those broadcasters were broadcasting in high-definition, since the set-top
boxes of most digital tier subscribers who do not have high definition television sets are not
capable of converting high definition signals for viewing on analog sets.

It is hard to imagine any reason for requiring operators to carry broadcasters’ digital
standard definition signals instead of down-converted analog versions of those signals. Any
difference in the picture quality between a standard definition digital signal and a down-
converted analog version of that signal would surely be outweighed by the fact that only
customers with digital sets and set-top boxes could view the digital signals. It is equally hard
to imagine any reason for requiring operators to carry must carry broadcasters’ high
definition signals instead of down-converted versions of those signals, since an even smaller
number of customers — only those with high definition sets and high definition set-top boxes
— could watch the broadcasters’ programming.

Yet this last scenario — with the fewest number of consumers able to watch digital
programming — is the likely outcome if the only other option for cable operators is to dual
carry a broadcaster’s signal in digital and down-converted analog format — or, even worse, to
dual carry every broadcaster’s signal as outlined in the staff draft. Dual carriage of every
must carry broadcaster’s high definition signal and its down-converted analog signal would

impose an untenable burden on cable operators and programmers. By preempting an



excessive amount of capacity on cable systems, it would interfere with the ability of cable
operators to offer the broadest array of programming as well as new and innovative digital
services to consumers. It would be especially unfair to non-broadcast program networks,
which have no guarantee of carriage of their programming in analog or digital format — much
less in both.

Today, while broadcasters are still transmitting both analog and digital signals, cable
operators may fulfill their must carry obligations by carrying a broadcaster’s analog signal
for viewing by all customers while also allowing operators to carry — in addition — those
digital signals that provide additional compelling benefits to customers with high definition
sets or digital set-top boxes. This approach has provided broadcasters with incentives to
offer compelling digital content in order to gain additional carriage of their digital signals. It
has also enabled cable operators and program networks to deploy digital services that best
meet the needs and interests of cable customers. Finally, it has ensured continued availability
of a must carry broadcaster’s primary video programming to the widest cable audience
without requiring cable customers to purchase digital television sets or set-top boxes in order
to view that primary video stream.

If Congress decides that the analog spectrum needs to be returned before most
television viewers are equipped to receive digital signals, it can ensure that these positive
developments continue without disruption or significant costs — at least to cable customers, if
not to over-the-air viewers. To do so, however, we urge you to revise the approach taken in
the staff draft with respect to must carry and down-conversion. Instead of permitting
operators to carry down-converted signals in addition to mandated carriage of the digital

signals transmitted by must carry broadcasters, one needs simply to permit carriage of down-



converted signals in lieu of the digital signals, while giving operators the discretion to carry

both the down-converted and digital versions of the signal.

CABLE IS LEADING THE BROADER NATIONAL TRANSITION TO DIGITAL

In the United States, the broadcasters’ transition from analog to digital is only a small
part of the larger digital transition that is occurring in every area of our nation’s economy.
Since 1996, when Congress enabled cable’s investment in new technology and programming
by substantially reducing regulation, cable operators have completely rebuilt their facilities.”
With an investment of more than $95 billion, operators have replaced coaxial cable with fiber
and installed new digital equipment in homes and system headends, thus enabling the
transmission of voice, video, and Internet services in digital format. As a result, cable
customers are already enjoying a full complement of digital programming and advanced
information services independently of the broadcasters’ slower conversion to digital.

For example, cable customers can purchase digital programming tiers that include a
diverse array of video networks and commercial-free music channels. Digital customers also
have access to video-on-demand programming, digital video recording, and electronic
program guides. These features allow programs to be viewed at the customer’s convenience
and at a time of the customer’s choosing. They also allow cable subscribers to block access
to programming they do not want their children or households to see. All of cable’s digital

services can be enjoyed by consumers with analog sets who use digital set-top boxes that

2 In return for deregulation, the cable industry promised Congress and American consumers that it

would provide: (1) facilities-based competition to the telephone companies, and (2) a whole new generation of
advanced information and video services — both of which we have done.



convert digital signals to analog. More innovative, interactive video services are on the way,
in addition to the Internet and digital telephone services that are already attracting large
numbers of customers.

Cable customers with HDTV sets have even more options.” They can receive a wide
selection of programming transmitted in high definition, including 18 HD cable networks
that transmit much of their programming in high definition.* In addition, cable operators are
now voluntarily carrying the digital channels of a substantial number of over-the-air
broadcast stations in addition to those stations’ analog signals (either through retransmission
consent agreements with individual commercial stations® or voluntary initiatives such as
cable’s recent carriage agreement with public television stations.®) Note that cable’s
contractual agreement with public television stations was reached through private

negotiations — not federal legislation or FCC regulations.

} The cable industry is rapidly rolling out high definition programming. As of January 1, 2005, cable

companies had launched high definition television service on systems passing 92 million homes. At least one
cable operator in all of the top 100 markets now offers HDTV, and HD over cable is available in 184 of the 210
U.S. television markets.

4 Cinemax HDTV, Comcast SportsNet HD, Discovery HD Theater, ESPN HD, ESPN2 HD, HBO
HDTV, HDNet, HDNet Movies, INHD, INHD2, MSG Networks in HD, NBA TV, NFL HD, Showtime HD,
STARZ! HD, The Movie Channel HD, TNT HD, and Universal HD.

> In 2002, the cable industry was the first to embrace FCC Chairman Powell’s call for voluntary industry
action to speed the digital television transition. As of January 1, 2005, cable operators voluntarily carried 504
digital broadcast signals — a 66 percent increase over the 304 stations carried in December 2003.

6 On January 31, 2005, NCTA reached agreement with the Association of Public Television Stations
(APTS) to ensure that the digital programming offered by local public TV stations is carried on cable systems
serving the vast majority of cable subscribers across the nation. The boards of NCTA, APTS, and PBS ratified
the agreement on February 4, 2005.



CABLE’S CARRIAGE OF BROADCAST SIGNALS

The vast majority of cable customers have analog television sets, and most of those
sets — as in over-the-air households — are not equipped with digital set-top boxes.” Today,
cable operators provide the analog signals of virtually all local television stations, which can
be viewed by all customers — those with and without digital boxes, and those with and
without digital television sets. In addition, operators also provide the digital signals of some,
but not all, broadcast stations — in particular, those stations that provide compelling digital
programming that is likely to enhance the value of cable service for the small but growing
number of customers with high definition sets.

Cable’s current carriage practices are wholly consistent with what both the
marketplace and the “must carry” rules dictate. Existing law requires cable operators to carry
the analog signals of all “must carry” broadcast stations during the digital transition, while
making carriage of the digital signals optional and subject to “retransmission consent”
agreements with broadcasters. The FCC has recognized that requiring “dual carriage” of the
analog and digital signals of all must carry stations — regardless of whether the digital
programming is valuable to the few cable households capable of viewing it on their sets —
would do nothing to further the purposes of the must carry requirements or the digital
transition while unduly burdening the First Amendment rights of cable operators and

programmers.

! There are approximately 172 million television sets in the 66 million cable households across the

country. 26 million cable homes subscribe to digital service, but not all digital households have digital boxes on
all their TVs. This means that there are approximately 28 million analog TVs in digital homes that will require
boxes after the transition. If one adds these 28 million sets to the approximately 106 million analog TVs in
homes with only analog cable service (41 million), there are a total of around 134 million analog TV sets in
cable homes that will require digital boxes in order to get digital service. The cost of deploying 134 million set-
top boxes is $9 billion for a simple $67 digital-to-analog box and $29 billion for a $200 interactive digital cable
box.



This sensible balance, which serves the interests of must carry broadcasters, cable
operators, cable programmers, and cable customers, can be preserved even after broadcasters
stop transmitting analog channels. To do so, Congress should allow cable operators to
“down-convert” the digital signals of must carry broadcasters to analog at the headend and
provide the primary video programming stream of those down-converted signals to cable
homes in lieu of the primary digital video stream. This will ensure that all cable households
can receive the programming provided by those must carry broadcasters without having to
purchase digital television sets or digital set-top boxes.

Households with HDTV sets would, of course, continue to watch the increasing
number of HD channels that exist now, but in some instances would watch a small number of
must carry channels in analog even if the broadcaster were transmitting in high definition. I
would note that cable operators could still choose to provide the digital signal in addition to
the down-converted analog signal if the digital version were uniquely compelling and
attractive to customers with digital and HDTV equipment.

Current law requires cable operators to carry must carry signals without “material
degradation.” The FCC has interpreted this to mean that — after the transition when
broadcasters are transmitting only a digital signal — “a broadcast signal delivered in HDTV
must be carried in HDTV.”® This “no material degradation” requirement makes sense if — as
is the case under current law — the transition to digital-only broadcasting does not occur until
most households are equipped to receive digital signals on their television sets. If Congress

is going to impose a “hard date” that occurs before most consumers have digital sets or set-

8 In re Carriage of Digital Television Broadcast Signals, First Report and Order and Further Notice of

Proposed Rulemaking, 16 FCC Rcd. 2598, 2629 (2001) (emphasis added).



top boxes, however, then it should also permit carriage of down-converted must carry signals

in lieu of the digital signals in order to ensure a seamless transition for consumers.

CONCLUSION

Mr. Chairman, there is much to commend in the staff draft, and there is obviously
much more that needs to be done with regard to the issue of providing converters for analog
TV sets after the transition. We are grateful for the opportunities we have had to discuss
these issues with you, and we want to continue working with you and other members of this
committee on our shared goal of ensuring that the maximum number of consumers continue
to have access to the same digital programming affer the transition that they currently enjoy

during the transition.

I would be pleased to answer any questions you might have.
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